
COPYRIGHT ROYALTY TRIBUNAL

5 In the matter of:

COMPULSORY LICENSE FOR SECONDARY

TRANSMISSIONS BY CABLE SYSTEMS;
CRT Docket No. 80-3

ROYALTY ADJUSTMENT PROCEEDING

10

12

13

2100 K Street, N.W.
Room 610
Nashington, D.C.

Thursday, October 2, 1980

14

15

16

17

The hearing in the above-entitledmatter commenced

at. 10:00 a.m., pursuantto notice.

BEFORE:

18

19

MARY LOU BURG, Chairman

THOMAS C. BRENNAN, Commissioner

20

22

CLARENCE L. JAMES, Jr., Commissioner

FRANCES GARCIA, Commissioner

23

24

25

crfccu~aie cRepoz'jiay Co., doc.
(202) 726-9801



APPEARANCES:

FRITZ ATTANAY, Attorney-at-Law
Counsel for Copyright Owners

STUART F. FELDSTEIN, Attorney-at-Law
Counsel for NCTA

10

12

13

15

16

17

18

20

21

22

23

24

25

cAccutate cRepoctiny Co., de.
(202) 726-9801



CONTENTS

NITNESS:
3

CHARLOTTE BEALES
4

j

Direct Cross Redirect Recross

by Nr. Peldstein

by Mr. Attaway 30

103

9
EXHIBITS:

NCTA's No. 14

!

11 NCTA's No. 15 60 60

IDENTIFIED RECEIVED

17

12 CO's No. 18 125 125

14

17

18

21

22

23

24

25

crfccucufe Mepotfing C'0., inc
(202) 726 980!



CHAIRMAN BURG: After our expected,and yet,

unexpectedvacationyesterday,it is nice to be back in harness.

Ms. Beales, you were on the witness stand. So, Mr. Feldstein,

you may continuewith you witness.

MR. FELDSTEIN: Thank you.

Whereupon,

CHARLOTTE BEALES

was called as a witness and, still under oath, was examinedand

testified further, as follows:

10

DIRECT EXAMINATION

BY MR. FELDSTEIN:

12

13

Q It will be recalled that the witness had concludedher

demonstrationof the increasein the royalty fee per subscriber

betweenOctober of 1976 and the latestdate for 'which data was

available, which would be January1, 1980. She had then commence

17

18

to explain what factors might be contributing to this increasein

the royalty fee per subscriber.
And I think, at this point, I would ask Mr. Beales to

take it, from there and set the stageas to where she feels she is
in describing this component.?

19 A This, as a point of review, you will recall that we had

20

22

23

24

25

alreadydiscussedChart Seven, which was our tabulationof the
reponsesto the Copyright Tribunal Survey. We nad come up with a

change in basic subscriberrates of 15 percent for all systems,

and 14 percentfor the DSE systemsbasedon the tabulationat tne

time we conductedour analysis.

We are about ready to move on to Chart Eignt.

COMMISSIONER GARCIA: Ms. Beales, before you do, that

cAccuvafe Mepoztiny Ca., Size.
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exhibit is equivalentto the Copyright Owners Exhibit No. 2, is

6 I

I

!

that right?

THE WITNESS: I'm not positive if it is Exhibit 2. Let

me check that. It is somewhatdifferent as I pointed out on

Exhibit 2. Mine are not numbered. It is comparableto basic

ratesof all long-form cable systems.

COMMISSIONER GARCIA: They are all numbered,prenum-

bered, aren't they?

THE WITNESS: The one .I was using was not. It is

10

similar, but it is somewhatdifferent. The reasonthat it is

somewhatdifferent is that in that particularExhibit No. 2

12

13

14

15

16

industry wide average.

recall.
For all systems,we had a different number you will

We had $1,673 that were operationalin '76 that

of the copyright owners,it.'s my understandingthat they compared

the same systems in 1976 and and 1980. With our data, we
I

comparedall systemswho respondedbecausewe were doing an.

17

18

19

20

'21

So, there is

If you will turn to Chart No. 8, you will recall that

increase

responded,but that number had increasedto 1900.

a difference'in the methodology.

we were attemptingto give you some idea of other components

that may have increasedwhich will contribute to an

22

23

24

25

in the royalty fee per subscriber. Obviously, a change in the

rate is the most. significant component. As I had statedon

Tuesday,we are not attemptingto preciselyquantify the change

in theseother factors becausewe do not have data from 1976,.

a4ceuvaie cledzpociiny Co., Znr
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!

All we have are other end times, but we also have other start

times. We have some data which give us an indication that therei

has been some increasein the other factors that would affect

the royalty fee per subscriber.

In Chart No. 8, we have a table that describesthe

increasein additional set revenuesbetween1978 and, 1980.

sourceof this chart is a tabulationof 100 random selected

The

1978-1 and 1979-2 statementof account forms'ence,this table

is only measuringan 18-month changerather than 1976 to 1980.

10

12

13

14

15

16

17

18

19

There are two parts of this chart that are important

to look at. The first part is the additional set subcribers

as the percentageof first set subscribers. We figured in 1978

there was 30 percent; since 1979-2, it was 31 percent. It
wasn't much of a changehere, but we can see that it affected

I

less than one-third of the total sets per subscribers.

The secondpart of the chart comparesto basic rates..

In '78-1, of these100 selectedstatementaccounts,the average

rate was $1.35; by 1972, it was q1.51. We have an increaseof

$12.10. So, we have some indication that there was a change

in the additional set revenuesthat had increasedduring,. at
20

21

least, part of the period.

CHAIRMAN BURG: Ms. Beales, did. you say 1972, when you

22

23

24

25

meant 1979-2?

THE WITNESS: Dash.two yes I'm sorry. As we move

on to Chart Nine, we will look at two additional factors. The

first factor listed is the averagenumber of DSE's recorded

cA ccurate Mzpcttiny Ca., 9rzc
(202J 726-980l



7

Zn 1978-1

per system.
!

The sourceof this information is, again,

the 100zandomlyselectedstatementof account forms.

3

5

6

7

8

9

10

By 1979-2, itwe have 2.65 recordedin our DSE samples.

increasedto 2.9, which is a nine percent increase. Keep in

mind, of course, that this does not translateinto a nine

percent increasein the royalty fee per subscriberbecauseyou
!

pay on a decreasingamount for each additional DSE that you wouldt
I

add.
I

I

The other factor that is shown on Chart Mine is system

growth in the DSE paymentcategory. We have included this

becausewe are talking about, in many of our charts, all systems.!

And we know that many systemshave internal growth where they
12

increasedtheir number of subscribersor they increasedtheir
13

14

15

16

17

18

19

20

21

paying in categorybasic rate which causesthem to move from

two into to cate ory three. Again, we do not have precise

That

Now, there could be some other

g

quantificationof this change. We know that the total. reporting

in 1978-1 that was paid in the DSE classwas 868. By '79-2, the

total reporting had grown to 1,050. is a 21 percent

increase. factors to fall into

this, but given that's a relatively short 18-month period, it
would seem that a large portion of this 21 percentcould be

attributed to internal growth which causesthe system to pay at
22 a higher DSE level.
23

24

25

These are, in essence,four factors, which we have

found contribute to an increaseto the royalty fee per

subscriber. It was describedon Tuesdayas a 33 percent increase!

Mccutafe Mepovfiny Co., inc.
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over the period from '76 to 1980.

BY MR. FELDSTEIN:

Q Now, Ms. Beales, before we move to the topic of

RegulatoryRestraint, let me direct your attention to the

exhibits introducedby the copyright owners, Exhibits No. 10 and

10A, which, if you will recall, they refer to Exhibit 10 which

referred to a seriesof franchiseapplicationcables in which

the applicantsof thesevarious communitieswere listed along

with some pricing for basic service tiers as well as paid

10

11

12

13

14

15

16

17

18

19

20

TV tiers. The allusion that was made by the copyright owners

from this exhibit was that the free or reducedprice basic

service, if not, a thing being done commonly now, was certainly

a coming trend.

Are you familiar with this exhibit?

A Yes,I am.

Q Have you examined the pages and the communities

involved'

A Yes, I have.

Q Can you tell us how many of thesecities are involved?

How many are we talking about?

A In the packet that I received,there were 21 cities
21

22

inc'luded.

Q One of the cities, as: I recollect from looking through

23

24

this, was named twice. It was a different table. Is that

correct, and. what was that?

25 A I believe Omaha was listed twice in the exhibit. Xn

accurate cRepozfijg Co., Sac.
/202) 726-98OI
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looking at the footnotesand the actual applicants,one of them

should be St. Louis.

Q So, we do have these21 separatecities?
A Yes. I am assumingone was St. Louis basedon the

footnotesand the applicants. I'm not, of course, positive of

that.

Q Do you know how many of these21 cities have had a

franchiseawarded?

A Twelve.

10

12

13

You said. 12 have had a franchise'warded?

A Yes, and nine have not.

Q Of these12 that have been awarded, are any still in

a contestedstate?

14

16

~ A Yes, four of them are in a contestedstateright now.

So, there is no progressbeing made in terms of actually wiring
15 the city.

Q Thus, eight of them are ready to go in some fashion;
17 is that. correct?
18

A Yes..

19
Q How many of theseeight are actually in operation

20 today?

A Three.

22 Q Can you identify the communities and, the award winner

23 of thesethreewhich are in operation?

24 A Yes, the first one that I found was Fargo.

25 CHAIRMAN BURG: At this point, I'm going to ask you to

cAccurafe Mepovfing Co., Sac.
/202) 726 9801
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1 slow down?

2 THE WITNESS: Certainly. They are not numbered, so

I cannothelp you find the page number.

CHAIRMAN BURG: Go ahead. Give me the three.

THE WITNESS: Fargo, and the next one would be Sioux.:.

City and. Chapel Hill are the three.

BY MR. FELDSTEIN:

Q Can you give us the stateson .those?

A Fargo, North Dakota; Sioux City, South Dakota; and

10

12

13

14

15

Chapel Hill, North Carolina.

Q Sioux. City, Iowa, I believe?

A Yes, Iowa.

Can you identy. for us in Fargo, the winner?

Cablecem-.General.was awarded.the fzarfchise,, and

they are charging $6.25 for their lowest tier of service.

16

Q

service.

Thus in Fargo, we have no free or very low priced

We have a basic service. Of this, 25 in operation?
17

A This is correct. Of course, all of the applicants
18 in Fargo were planning to charge for their basic tier. None of

19

20

them were offering a service.
I
I

Q All right. Now, in Sioux City, who was the winner in
I

Sioux City?

22 A Again, it was Cablecom-General. They charged. $5.50 for

23 their basic tier. Again, none of the applicantshave proposed

25

24 to provide any free service.

Q The third one you mentionedwas Chapel Hill, is that.

ale'cutafe cfCepovfiny Co., Snc
/202) 726-9801
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correct?

Yes.

Who was the winner in Chapel Hill?

Village.

Does Village proposea free service?

Yes, they do.

Of these three who are in operation,have any af them

been in operation long enough to provide some information as to
8

how their operationworks?

10

12

13

14

15

A The only one that I could find any the hard data'on

was Chapel Hilj., which has beenmarketing their service since

June of 1980.

Q Review for me, please,according to the exhibit, what

Chapel Hill was providing on,its so-calledbasic tiers?
A What programming they were providing?

Q No, first, what number of channelsand what. prices they

were.
17

A According to the exhibits in the first tier, they were
18 offering 12 channelsfor free. The secondtier, 21 channels

20

19 chargedat $4.95. And on the third tier, 35 channelsfor $7.95.
I

Q Now in terms of what youwere able to learn about l

I

Chapel Hill, do you know what servicesare provided on these

in terms of broadcastand nonbioadcast.services?

23 A Yes. I was able to find out on the free tier, the

24 Village Cable Company offered seven local broadcastsignals,'8

four accesschannels;one is leased,one is public, one is

a4ccuvate cRepovtiny Co., Snc.
f202) 726-9801



government, and. one is to the. system, and one channel is devoted

2
I

to a program guide.

Q How about on the next tier or tiers?

A I do not have a complete rundown of the entire program-

ming, but they do carry one distant signal.

8

Q They do carry one distant signal on the next tier'?

A Right.

Q Therefore, whateverother distant, signals that they

carry would. be on the third?

10

12

13

14

A Right.

CHAIRMAN BURG: Excuse me for a moment. On the

Fargo, North Dakota sheet,which company won the franchise?

THE NITNESS: Cablecome-General.

CHAIRMAN BURG: Thank.you.

BY MR. FELDSTEIN:

I

18

I

19
t

20

21

22

23

24

25

Q Do we have any information as to, thus far, how many

people are taking each tier in Chapel Hill?

A Yes., we do. The sourceof the information is September

9, 1980,issue.of Cable TV Regulations,which is the same

newsletterthat the exhibits were taken from. Since June of

1980, we have had 660 subscriberswho signed up for cable ser-

vice in Chapel Hill. To date, 42 or six percenthave taken only

the free tier. 46 or sevenpercent.are paying $4,95, and 572

or 87 percentare taking the $7.95 package. This is somewhat

different from what the cable company, Village, had planned.in

their marketing plan. They had thought. that as many as ten'ccuratecf2epottiny Co., inc.
f202) 726-3801
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10

percentof their subscriberswould take the free tier. And

of course, they are finding that only six percent, to date, are

taking the f ree tier.
Q Thus, have you figured in using those statistics,

although there is a so-called free or universal service,.what

is the effective basic rate per subscriberin that system?

A If you calculate42, count 42 who are taking the free

tier, 46 at $4.95, 572 at $7.95, you come out with an effective

rate of $7.24 on a per subscriberbasis in this system.

NR. ATTAWAY: Excuseme, Ns. Beales, would you repeat

the 740--

12

13

14

15

THE WITNESS: $7.24.

NR. ATTAWAY: Thank you.

BY NR. FELDSTEIN:
I

Q Now, Ns. Beales, we note that on the same chart that

there are severalpaid. servicesor paid. cable tiers.

17

This is Chapel Hill we are looking at?

Q Yes.

A Yes.'0

I

21

22

23

24

I

25

Q What. servicesmust a subscriber,basic service, take

before he has an opportunity or an option to take one of these

paid tiers?
A It is my understandingthat you must take all services.

Q Thus, in other words, no subscriberwho- is getting a

free or universal service can take pay unlesshe takes a $7.95

packageof basic service?

cAccuzafe cf2eportiny Co., Sac.
/202) 726-3801
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A That is correct. The reasonbehind this, which I

4

think logically explains thi process, is that the technology
I
Iis not advancedenough so that if you take only the free tiers, '

the cable t=ompany has the opportunity to keep you from getting
the other tiers if you take pay, tier one, being on this end

and. pay being on this end. There are two tiers in the middle

and unlessyou take all three tiers and pay for those tiers, that,

is the only way the cable company can provide that.
Q These are technical reasons?

10
A Yes., they are technical reasons;

Q In other words, you have to have the hardware in for

12

13

15
I

I

16 i
I

17

18
I

19

20

21

!

23

24
I

25

the 35 channelsbefore they can add the pay service?

A That is correct.

Q Ms. Beales, you have been able to identify, according

to your testimony, no other on this chart operatingsystem

offering a free or. universal serviceor even a very -low-priced

basic service in that. regard?

A That is correct.

Q Are you familiar, at this point, with any other free
services in the industry?

A No, I'm not.

Q In other words, if all of the. systemsthat we are

familiar with, including these franchiseapplicationson this
exhibit, the Copyright Owners Exhibit No. 10, we have only been

able to identify 42 subscribersout of the approximately17

million cable television subscriberswho are even obstensibly

cAccutafe cRepovfing Co., dirc.
(202J 726-9801



obtaining free basic servce?

A That. is correct.

CHAIRMAN BURG: Mr. Feldstein, have you done this
excercisefor us in terms of the other stations in this
exhibit, or are you just using Chapel Hill?

MR. FELDSTEIN: No. She has testified that there are

only three that are in operation. The only one on which we have

abj e to obtain any data has been Chapel Hill. We

believe that there is no data, and the other two systems,which

10
are Cablecomsystems,have just turned on.

CHAIRMAN BURG: And they offer no free.

12

13

14

15

16 i
1

MR. FELDSTEIN: Well, they offer low-price serviceand

expandedservice-butthere is not enough data to be available

to us. As we pointed out,manyof these systemshave been granted
I

and contested,and so they have not begun building. Many of the

others are still in a franchisingmode.

BY MR. FELDSTEIN:

17
Q Now, Ms. Beales, turning to Exhibit No. 10A, the

copyright owners presented,if you recall, two pages from the
19

I

20
I

-21 !

22

Television Fact Book from last year and a page from this year.

Both of which showed a TV Systems, Inc. in Hawaii,in the Honolului

area, with a $ 6 monthly charge last year and no monthly charge

this year. Are you familiar with that exhibit:?

A Yes, I am.

24 Q Have you attemptedto verify the facts in Honolulu?

25 A Yes.

Mccuiaie Mepozting Co., Sac.
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Q How have you done this?

I spoke with the systemmanager,a gentlemannamed

Lloyd F. Char. He is the presidentof TV Systems, Inc.

4

I

5

~d what did Mr. Char tell you?

Mr. Char was very surprisedto hear that the 1980 fact

7
I

8

9

1Q

12

13

14

15

book has listed his basic monthly fee as zero becausehe is

actually charging for the service. It is an error on the part

of the fact book.

Q When you spoke with him and incidentally you and I

spoke with him. When we had this telephoneconversation,

Mr. Char did state, did, he not, that he was charging $ 6 for the

basic service last year?

A That is correct.

Q Did he tell us what he is charging this year?

A Yes. He was able to securea rather substantialrate

increaseduring the interim period, and is now charging the

17

18

19

urban Honolulu subscribers$7.25 per month and. the suburban

Honolulu $7.80 per month.

Q Mr. Char, thus, is giving away no free service.

A That is correct.
20 Q Mr. Char does not have the kind of tiering that we

have seen in Exhibit No. 10?

22 A That is correct.
23

24

25

Q Mr. Char has a classiccable television system?

A That is correct.

Q This was simply an error in the Television Fact Book ?

Mccuzafe &spoofing Co., inc.
1202) 726-9901
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A That is correct.

MR. FELDSTEIN: May I substantiatethat for the

record with an exhibit. And I beg everyone'sindulgence. Nhen
3

I handedout exhibit's the other day, I alluded. to an Exhibit
4 I

No. 13, which Mr. Attaway knows is an attempt to put the small
5

systemdollar limitation up. I have that printed as 13. And

10

so I have listed this one 14. Nould. you like me to introduce

13, or simply hand this in as 14?

CHAIRMAN BURG: Hand this in as 14.

(CQ's'xhibit.No. 14 was marked and, received

in evid.ence.)

iZ
/

BY MR. FELDSTEIN

Q For the record,, Ms. Beales, would you read, this
13 documents
14

A "Dated September29, 1980, 1o Nhom it May Concern:

According to a conversationheld, with the counselifor NCTA, Mr.
4

Stewart.Feldstein, testimonywas given before the Copyright

17

18

Tribunal relative to the rateswe chargedto our subscribers

for the basic cable service. The testimony given stated,that.

19 the Television Fact Book previously showedour firm as charging !

I

20 $6 for our basic service. And subsequentlyin 1979, no charge
I

l

was being made to our subscribers. This information is not

correct. In fact, our company.chargesour urban Honolulu

23 subscribers$7.25 per month and our suburbanHonolulu subscribers'7.80

per month." And. it is signed by Lloyd F. Char of TV

25 Systems, Inc.

a4n'usaje Mepotfiny Co., Dna.
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18
I

Q Thank you. Now, Ms. Beales,we have statedthat

in the event a gap is found to exist between the rate of infla-

tion and the amount by which the royalty fee per subscriberis

risen in the period in question, that the provision of the

7

Copyright Act providing for adjustmentsfor DSE paying systems
1

speaks in terms of the Tribunal being able to take into

,'considerationextenuationfactors. One of theseextenuating

factors, which is specifically mentioned, is a questionof

9

10

I

11

I

12

13

14

15

regulatory restraints?

A Yes.

Q Are you familiar with the Copyright Owner's Exhibit

No. 9?

A Yes, I am.

Q Can you review for us.what it was that the copyright

owners attemptedto establishby the use of that exhibit?

A The exhibit is titled, "Action on Rate IncreaseRequest

16 by RegulatingAgencies," and its sourcecable television
17 regulationnewslettersfrom Paul Eagan, Associates. It only

18 gives us percentages,no raw numbers. But for the six-month

period, in groupings, averagedtogetherbetween1976 and

20 Januaryto June of 1980, it tells us the percentof requests
1

for increasegrantedand percentgrantedof the amount requested.

22 Q Have you made any efforts to examine the.basis of

23 exhibit?

24 A Nell, of course, we do not have the raw numbers here.

So,we do not know--

Mccu.aie cfCepovtiny Co., inc.
f202) 726-9801



19

Q Examined the derivation of how the exhibit came to

be in terms of the data?

A Well,I have talked with John Mansell, the gentleman

who puts togetherthe information for the cable television
regulationnewsletters. He is the editor.

Q Can you tell the Tribunal about your conversationwith

Mr. Mansell and the limitations on this data which were discussed)

10

A Mr. Mansell gathershis information from newspaper

clippings which he has sent, to him or he finds or he learns

about. So that his information, while often extensive, is
variable. It's not a random sample, nor is it a review of the

11

entire universe. It is whatever information he finds on cable
12

systems.
13

14

The other important piece of information is that he

most of his information on individual franchisesand not

17

18

19

I

20

21

on cable systems. .So, a cable systemmay have one system in-
a town but be operatingunder many different jurisdictions. And

in most caseshe would report those separately. So, he reports,
of course, a much higher number than there are systems. But

sometimes,and,.I don't know exactly the reasonfor this, he

lumps them together. So, in some casesthey are franchises,and

in some casesthey are systems. It is. hard to know, exactly,

which one he is using in each case. Of course,we'ad.looked

23 at using his information early on, but becausethe Tribunal was

24

25

sendingtheir questionnaireto systems,we thought that that was

perhapsa bettermeasureof what is happeningin the industry

c4cc'unsafe Mepotfiny Co., Snc.
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rather than by franchisebasis.

Q In other words, the data is collected.neither from

a random sample or from the entire universe?

A That's correct.

Q The data is verified only by what appearsin the

newspaper?

A That is correct.

Q The data includes rate increaseson franchisesor

systems?

10

A Correct.

Q A system sometimesincludes more than one franchise?

12

A Correct.

Q Thus, it is a mixture of data?

A That is correct.
14

Q Thus,the-statisticalreliabil'ityof this data by these

16

limitations, which Mr. Mansell has conversedwith you about,

calls into question the total reliability of this data?

17 A Yes.

18 CHAIRMAN BURG: We will have a two-minute recess.

20

(A brief recesswas taken.)

BY MR. FELDSTEIN:

Q Ms. Beales, have you been able to tabulate the CRT's

22 survey responses?

A Yes, I have.

24

25

Q Could you pleasetell us what you have found?

A You will refer to Chart No. 10. This is a tabulation

c8ccusafe'epozfiny Co., dna.
/2021 726-9801
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of the DSE system'sresponsesto the CRT's survey. On question

No. 8, it says,"Askonly of the systemsthat were regulated.

3 We startedwith 350 systems in this categoryat the time we

tabulatedour responses. We found that the systemsreported,

an averagerate at the time they went in for a request. And

incidentally, it should be noted that some systemsincluded more

than one rate increaseon the form and othersdid not. This

counts for the total number of rate increasesthat were

recorded.

10

12 !

13

14

15

16

17

18

We startedfrom $6-.74. The averageamount requested

for .this sample is 96 cents. The averageamount grantedwas

88 cents, which is 92 percentof the amount that was requested.
19 percentwere grantedan amountwhich is less than requested.
That is the basic information. I sho~d also point. out that
this figure includes the systemsthat were pending. There were

65 systemsthat. were pending at the time as of April 1, 1980.

We chose to include thesebecausewe felt they should be

counted. A number of them had been pending since 1978. It
seemedlogical to include them, that they were getting less than

19 they were requestingbecauseof the long time lag involved.
20 '; If those pendingswere not included, this number would be 14

!

!

21'pereent.

22 BY MR. FELDSTEIN:

23

24

Q All right . Now, that.is the data on the increases.
At the bottom of that chart you have somethingcalled "time lag"?

A That is correct. We calculatedthe averagetime that

cAccuvate Me12ovting Co., inc.
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10

12

13

elapsedbetween the date of a, requestfor a rate increaseand

the dates that the regulatorybody acted or made the rate
increaseeffective. If a cable system reportedon their form

the City Council decidedon July'1 that we could have a rate

increase,but we could not implement it until August l. August

1 was the date that was counted.

This information is basedon a total responseof

308. Of this sample, 257 or 83 percentexperiencedsome kind

of a lag. This is a conservativeestimate. We counted.all
months as a four-week period. And hence, for the entire year,

it would be counted.as only 48 weeks. We came up with a result
of an averagetime lag of 13.9 weeks for all systemswhich

translatesinto 3.5 months.

MR. ATTAWAY: Excuseme. You gave a nurser 308.

What was the number after that?

16

17

THE WITNESS: 308 is the number of responsesto this
particular question.

MR. ATTAWAY: What was the number after that?
18

THE WITNESS: I said that 257 or 83 percent.experienced

a time lag.
20

21

MR. ATTAWAY: Thank you.

BY MR. PELDSTEIN:

Q Now, this is for systems,obviously, that have had

23. action?

24 A That. is correct.

25 Q Thus, it does not include thosewho are still pending

Mccu~afc Mepottiny Co., inc.
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becausewe have not been able to concludea front and. a back;

is that correct?

A Yes.

10

12

14

15

16

17

18

19

20

Q Now, does this data on rate increasesinclude any

information on how much time the President'sregulationcaused

a cable system to delay its request?

A No. The only questionon the questionnairesent out

by the Tribunal that got at that was the importanceof regulatio

in delaying rate increaseswas the time lag questionwhich was

measuringthe time betweenthe actual date of requestand the

time action was taken.

Q Have you attemptedto further corroborateand expand

on the.data that, CRT's survey produced?

A Yes. In our conversationswith cable operators,we

found that there is a much larger time lag invol'ved in gett'ing

a rate increase. It is impossible to decide I need a rate

increaseand run across the street to your regulatorybody and

hope they are meeting that day and say "Yes, I need a rate

increase," and they would grant it that day so that

we found that there was much longer time lag needed.to be

identified.
21

22

23

24

25

Since we undertook a very similar survey as the Tri-

bunal but addedquestionsthat attemptedto document this

longer time lag factor, we conductedour survey using a modi-

fied version of the Tribunal's questionnaire. Ne conducted.it
only of large systems,'ystemsthat had subscribercounts of

Mccutate cledepon'in'o., inc
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over 5,000 as listed in the, 1979 TV Fact Book. There were

2 718 of thosesystemsreported. We sent surveys to 241. They

3 were randomly selectedf rom the total universe.

24

Q Which exhibit number are we now looking at?

A Exhibit No. 11.

Q . Thank you.

A We had completedquestionnairesfrom 191 of the

systemswhich is 27 percentof the universe. The resultswere
8

remarkably similar to the Tribunal in virtually. every question
9

12

13

in terms of .the percentagesthat responded.,the rate increase

data. It was very similar.

We report in Chart No. 11 the responsesto the same

questionsthat we had shown in No. 10. The averagerate at the

time of requestis "basedon, incidentally, 128 responsesto

this question. These are all regulatedsystems. The average

amount, requestedwas $1.90. The averageamount grantedwas

16
94 cents. 21 percentwere grantedan amount less than

17 requested.
18 In terms of time lag, we found a slightly longer time

19 lag. 17 weeks was the averageelapsedfrom the date of request

for increaseto the date of action or effective date. This

translatesinto 4.3 months.

22 Q You stateda„ moment ago that in addition to this

formal lag, date of requestto date of action or date of

24 effect, that the presenceof regulationcauseda further

25 time lag?

cAccurafe cJPifrotfing Co., Dna'202)Ted-9801
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A That is correct.

Q Have you been able to quantify that?

A Yes. On Chart No. 12, we have responsesto the

4 questionof the increasetime lag. What we were trying to

measurewas the time that it would elapsebetweenwhen a system

decided internally they neededa rate increase,and they took
6

the first internal step toward achieving that rate increase.
7

That was the first period we measured.
8

10

12

13

The next period we measuredwas from the time when

the systemhad taken the internal step to the time when they

went. to their regulatorybody and made a formal request for a

rate increase. Now, in this Chart No. 12, we have mixed our

two sources. We started,with the information that you saw

from Chart. No. 10. The time elapsedfrom the date

of rectuestfor increaseto date action effective.

16

We pill utilize the responsesto the CRT survey,which

is a more conservativenumber,3.5months on the average. The

17 next line tells us the time elapsedwhen the systems forcast
18 a need for a rate increaseto the first formalized internal
19 businessstep basedon NCTA's survey whose averagewas 4.6

months.

22

CHAIRMAN BURG: Explain that, please.

THE WITNESS: The systemmanagerlooks at his books

and says I need a rate increase,and he then begins to take

24 internal steps to determineif this is a good time, if it'.
25 an electionyear, if he should go to his City Council now to'

cccuxati cRepottiny Co., 2nd.
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get a rate increase. It was askedby'he actual questionnaire

how much time elapsedbetween the time you forcastsa need for a

rate increase.and you take your first formalized internal

businessstep.

5

7 i

BY MR. FELDSTEIN:

Q . In other words, if there was no regulationor there

were no inhibitions, are you saying that once they determined

they would need a rate increase in the absenceof regulation

10

it would simply be implemented?

A That is correct.

Q Thus,. the presenceof regulation is what causesthis

12

13

4.6 months to occur?

A That is correct.

CHAI~ BURG:. .You are talking about the first
formalized internal businessstep. Now, if you were saying

I

1 7 I

externalbusinessstep, that, is the confusion right now. It
seems there is a great time lag internally before you even go

to that regulating body.

18

19 i

THE,WITNESS: That is correct.

CHAIRMAN BURG: What is responsiblefor that time lag

20

21

zz I

z3 I

24

internally?
THE WITNESS: Determining the political climate as

to whether it is worth the effort. to go and seek a rate increase.

We have talked to many cable operators,and I believe therewill

be some witnessesto follow me who can document this better on

25 a system-by-systembasis. In every case it appearsto be

Mccurafe Mepozfiny Co., inc.
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